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Investment in Fuel and Power Industries
Advancing Technology and Growth Amid Shifting Markets

THE FUEL ond power industries wra
responsible for e significont portion of
plant and equipment cxpenditwes by
1.5 buziness, having ndded over $100
billion in new privately owned cepital
facilifies in the 15 vears gince the snd
of World War II. Investment in these
industries in the recent period, however,
suggests o somewhat. different picture
from the one that prevailed earlier.
While 1960 fnds the turrent snd near-
term anticipnted inveatment of electric
ond gaz utilities not far jrom earlier
peaks, pelroleum investment iz well
below, and at present shows no signs
of achieving in the nenr future, previcus
highe. In the past few years the pro-
ductive eapacity of the petroloum inds-
try has been running in axcesa of de-
mand, with a resultant lowering of naw
domeatie eapital expenditures.

This ariicls covers the conventionsl
energy sources and the associated pri-
vate mvestrnent; atomic power and
chemical rocket fugls are not ineluded.
Tha role of the Federal GGovarnment in
utility investment has been a major
one, bowoever, through public power ex-
penditures, as in TVA, and through the
aid to REA cooperatives. Ulilities
othsr than the investor owned private
gystams—Federnl, State, municipnai,
and cooperative—lava besn zpending
over $1 billion per yoor for naw capitnl
freilities nnd now aceount for one-fourth
of elegtric power capacity.

Rise in output

Combined output of the indushies
has grown considerably, with varving
ratee of change nmong the major com-
ponents. Naturnl gas hins come to the
[ore, while production of both anthracits
ond Lituminous coal has decreased.

The share of investment nceounted
for by the clactric utilities has inereazed
in importance as compaved with the
fuel producing indvstries, This reflects
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the much more rapid growth in the
consumpion of electricity than in
minern]l fuels—a development which
stemns portly from technclogical inno-
vaiions produciog large economies in
fuel use in electric utilities and other
industries. In the face of severs com-
petition from other fuels, the coal
industey  has  intepsified  efforts o
mechanize as a meawns of holding
merkets. Technological developments
in electric and gee utilities bave made
possible economies in invesiment out-
laye relative 6o o given smount of
increased cnpacity, so that s significant,
part of the poatwar rise m new plont
ond equiptnent costs has been offset.

Investment one-fourth of U.5. roral

The first chart illustrates the strong
postwar growth in investment in alectric
ond gos utilities snd petrolenm.
Capital outloys of these industries for
the poriod 105680 account for one-
fourth of tatal plant and aqupment
expondituess, The movement of this
inveztment during the postwar reccs-
gions ia of partioular interest since it
sugeests an increasing vulnarability to
eyclical reduations in demand.

Ontlays rome in 1049 whila total plant
and equipment expenditures weore fall-
ing, though n lagged offzct may be
noted; they dipped slightly in 1950—
& year of recovery in total fixed invest-
ment. In 1954, eapital outleys in these
indusiries foll pbout 3 porcent, a5 com-
pared with » drop of 7 percent in the
total, However, in the most recent re-
cession year outlays fell by an sighth—
again somewhat less than npprepate
capital expenditures—and they con-
tinwed fo deeline another 3 percent
in 1959, while total investment was
ragavering.

Agide from ths rige in the ealy post-
war period, thers is no apparent trend
in the vatio of energy outlays io the

total. Within the group, an ineressing
ehare of investment is being sccountad
for by the elsctric utilitiss—from about
35 percent in 1848-50 to abput 45 per-
cent in the 1258-60 period; the relative
importance of the ges industry haa alac
increassd, while that of petroleurn hos
declined. '
Market potterns

The second chart presents deta on
éherZy consumption from minaral fuels,
expressed in terms of British thermal
unita (B.iau’s). The total has in-
eresand by about one-thivd from 1047
to 1059, with wida ahifts in the internal
market composition. Coal consump-
tion has dealined one-third, whila crude
petroleum and naturnl gas, continuing
long pericds of growth, have inereasad
about 75 and 150 percent, respectively.
Binos 1956 there hns been only a slight
inoreass in the appregate, natural gas
being the enly fual showing a continuing
rige.

CAFITAL OUTLAYS OF FUEL
AND POWER INDUSTRIES

After Siwong Upsurgs Ara Now
Mare Sengitive 1o Cyelical Infloeces
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(Clon] accounted for a9 much as half of
the energy consumption total in the
forin of mineral fuals as recently as 1946,

but in the past faw years hos dropped

to onedourth of the aggregate. Not-
ural gos occounte for close fo 30
pereent of the total, while the petroleum

proportion iz somewhat under one-half. .

Electricity consumption bas almost
tripled since 1947, Its average growth
rate in the poatwar period has been over
0 percent ps against about 3 percent
for the minergl fuels total,

Energy wse relative to GNP

Minernl {fuel consumption na meas-
ured shove hos risen less than resl
GNF, not ooly since the esrly postwar
period but olso in the past faw decades.
However, o specinl index was prepared
in order to give recogmition to the
increpsing utilization of energy in tha
form of alectricity, and to the repid
rise in household nee—where the value
per unit of conmmpiion is higher than
in industrial use.

In this index, alectricity consumption
was megsured directly rather thon
through the fusls consumed in elec.
tricity production. Aggregais con-
sumption of each of the minernl fuels
was reduced by that pertion of their
respective toials consumed by the
electric utility industry, All compeo-
nents were combined by final market
value weighta based on the period
154749, Thesa resulta reveal a rise
since 1847 considerably in excess of the
erowth in renl GNT,

In mwoany important respects long-
term changes in the economy heve hnd
the effact of incrensing energy use ralo-
tive to total production lor the period
under consideration. The real stock of
producers’ equipment bos shown & tend-
ency to rise relative to privacely pro-
duced real output. In agriculture, the
subatitution of machinery for animals
angd the growth of equipment used Las
been especinlly large, The stock of
automobiles and consumer appliances
have also shown more proncunced long-
tarm gains than has overall output.

Econonties ir fuel tisa

While the above-mentioned factors
have tended toward greater energy use,
powerlul forces have worked in the di-
rection of inereasing the efficiency of

SURVEY OF CUORRENT BUSINESE

whilization, ‘Three sspocts of this econ-
omy ara illustrated in the bottom panel

of the second chart, All reprosent a

continuation of longer term trends, In
1020, for example, the equivalent of 3
pounds of cenl wos required to produce
a kilownbi-hour of electricity; foday the
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corpesponding figure ie below 1 pound.
The roilroad figure reflects the cotn-
plete diesslization of the 1.3, railrond
system during the postwoer period—the
diesel locomotive being a Ior mors
efficient ueer of fuel than the steam
locomotive,

Growth of Electric Utilities

THE growth in ssles by electsio
utilities has been characterized by very
sharp gains in residential use, which in
1947 accounted for 2D percent of totnl
eales pod by 1958 was up to 28 percent.
Sinca 1047 the number of residentiol
customers has inerensed more than 5O
percent, and averags consumplion per
customer has inoreased about 150
percent. Industrial (as distinet from
comppercial) use continuea to olaim the
lprgest share of the electric snergy
marleed; whils such demand bes risen
considerably, the relative share hns
fallen.

Capacity expansion

The upper panel of the third chars
iluatentes the growth in sales wnd
generating copacity—heth publie pnd
private. The capaciby increnss refers
to the capability of the indusiry to
service peak December loads—a some-
what betéer mensure thon tha meore
conventional nomeplate capacity.

The bottom panel of the chart shows
the trend in the margin of total capoacity
over noncoincident pesk, as distinct
from avernge, leads, The murgin was
exceptionally low in the early postwar
period bui bes risen with only few
interruptions since then, Note, how-
ever, that the margins duriog the 1850%
are much lower than during the 193741
period. The difference is atbribuiable
primarily to the foct that less standby
capacity is currently required to servica
peckloods, because individual eystems
nre mow Margely integraied with one
another,

Cyelical behiavior of investmaent
Investment has been subject to
eyclicnl changs, but during the post-
war racessions, the declines in electric
company outlays have been of lessar

proportions than those for businesa.

spending generally, Moreover, the oy-
cheal pattorn of expenditares by type
of facility has not been uniform, Sincs
programa require a longer-then-nverage
time for completion, investment hos ot
times lagged turning peints in overall
invesiment; thus, in years following
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dewnturng snd recoveries, capital out-
layz for elactric facilitiea have given a
contracyclical appesrance. In 1058,
for exampls, when total plané and
equipment expenditwies  decreased
about ona-sixth, investment in dlestrie
facilities rempingd esentiolly un-
changed; it declined by about 10 per-
rent in 1959, however, whan the eyelical
recovery in other plant end aquipment
outlays wea petting underway.
Simifarly, investment in the industry
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rose in 1949, when elsewhera it waos
declining, but decrensed in 1950 when
the overnll recovery in capital expendi-
turea hod bepun. In the 1954 business
rocession utility investment fall and
the decline continued in the recovery
yeur of 1355,

The relutively mild postwar down-
turns reflact offsetting changes of prent-
er mognitode in the component parts.
Theae are illustrated in ths chart,
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which presents a functional hreakdown
of outlays compiled by the Edison
Rlectric Instituts, Thege differ spme-

what from thosa of the OBE-SEQ.

series, in that the latter are on & com-
pany basis, whereas the institute dots
refar to electric utility plaots only.

Investmont in generation facihibies
axhibitz cousiderable syelical wola-
tility: declinee following the lest two
pesks hava lagted 3 and 2 years,
respactively. Lendtimes for this typeof
facility sre long, %o that the decizion to
reduce investment does not malce itself
folt for zome time, and onee a decline
seta in, it may continung after demand
hns improved.

Fuel prices and cozts

Since the beginning of World War II,
utilitica, along with other industries,
hovs besn faced with shorply increoaed
coste of maberisle and other purehonsed
iteme.  Beentss fuel constituies o
mnjor oporating enat, n etrong ncentive
oxists to minindze tha effect of these
highar fuel prices by means of operating
imaprovements, including mors efficient
burning equipmant.

The problem, it sheuld be noted, is
not one that the utilities have alweys
faced. In the lata 1920z and 1930%,
for oxampla, fuel pricea showed o
declining trend, moving up only after
the start of World War II in Europe.
Siace 1940, howsver, fuel prices per
unit heve incransed by almost 100 per-
cant, ng may ba geex; in the firet colymn
of table 1.

Much of thin rizs in fusl prices haa
haen offset by the econoiny in fuel usa.
The effact on fuel cost per unit of output
is illwstrated in the lnst column of table
1. Unit costs declined in the 1920's
and 1930's; rose up to the early postwnr
period 48 prices inereased faster thon
fuel efficiancy, but have decdined sinca,
Investment per unit of capacily

The very sharp increases in the costa
of new cooslruston snd squipment
have been one of the important chur-
ncteristics of the postwar national
gconomy. From 1847 to 1958, for
exampls, the Dapariment of Commerca
implisit priee indaxes for nonresidentinl
construction ond producers’ dursble
squipment advanced by s hnll; cost
indoxes of elactric utility focflisies,
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based on fizxed types of construction and
equipment, bave sown even more of &
rise. In apite of theae changes, dato on
actual generabng capacity additions by
the eleotric ntilities indicabs thod capitnl
copte per unit of new copacity bove
undergone little changs,

A detailed exsmingtion wns made of
the capital accounts and capacity datn
publicly reported by utilities.! Invest-
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ment cost per uhit addition to eapasity
wasz obtained hy dividing the ecapital
expenditurs by the capacity changs.

Tn eases where the capacity change ang
capita] expenditure fizures could not be
mnateked, thay were not included. In
bath periods studied, howavsr, covarngs
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amounted to hetier than 30 percent of
the ngeregate incresses in cnpacicy.

. Chpoges in coste per kilowatt of
added capacity, bazed cn the snmple
figures, are illustrated in the chort.
Despita the sizable chauges in materials
nnid lebor costs thot occorred, the
actunl costs per unit of capacity addi-
Hon in steam generating fucilities de-
clined somewhat from 1948-4% &o
E38-5T.

Trend toward lorger planis

This ia explained on the grounds of
changes in plant acale and technological
developments. An importent featurs
ol electric utility investment hos been
the trend toward the conmstruction of
incrensingly large scale plants and
plant additions. The disiibution of
exiziiog planis by plahi size, based on
FPC data, is ehovn in table 2; the
movement to large size s readily
apparent.

If only planté additions are consid-
ered, 05 in the middia panel, the shifts
are more striking. Besed on the sample
veferved to mbove, generating capacity
ndditions of L0000 kv and over
necounted for about two-fifths of nggre-
gate ndditions in 1948-40; by 105857,
the ecorresponding proportion for this
size olass had rizen to approximately
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four-fifche. Unita of 50,000 kw or less
acconnsed for about onefourth of
additions in the enrlier period but mads
up less than 5 percent of the total in
the lnier period.

The mignificance of the shift ia that
at any given iime, capital coste per
unmit of added genernting capacity tend
to full ns pient scule increnses. Thus,
in 195G-57, the unit iovestment cost
of largs plants was more than one-third
fess then that for planis of 50,000 kw or
less. (See top panel of the chart.)

Transmission end distribution costs

The trend of copitel coste per unit of
new capacity in transmission and distri-
bution facilifies iz less cloar cut then
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in the case of gonerating facilities. A
igzbulniion, similar éo the annlysis of
genevating fasilities, showed n rise of
nbout ene-third in investment cogts per
unit of substation enpacity addition
for tha wyeors 1949 fo 1957; this s
eomewhat lews than the changa in eost
indaxos applicable to such facilitiss.
If substations nlome ore considered,
there appears to be a definite decrense
in current dollar <ozt per unit of copac-
iy change over time. Based om sx-
pendittore and capacity data compiled
by Eiestrioal World, costs per unit of
added capacity sveraged $17 for 1947-
50; ¢14 for 1951-55; and $12 for
1958-59.

Petroleum Industry Faces Exeess Capacity

LasT year petrolenm accounted for
some 48 percent of energy consumed in
the form of mineral fuels; the corre-
sponding proportions in 1847 and 1939
were 36 sad 34 percent, respectively.
This growth in both gbacluie and rela-
tive terms has been accompanied by
heavy capital cutlays throughout the
poatsrar pariod.

Demand patterns by apecific end
uzes bove been diverse and havs
reflected in part growing competifion
from natwral ges, which is mainly
limited to the industriel, spnce henting,
and cooking markets, where fuel ol is
especially important. In recent years,
thess have acoounted for about one-
third of total patrolevm conaumption.

Sinee 1950, fuel oil consumption ab
gns - and elastric power plants has
dedined. In mining, msnufacturing,
and space heating, the rise in petrolaum
consumption has been outstripped by
the increased use of gns. For theae
three groups, fuel oil accounted for 48
pereent of the oil and pea total in 1850
and for 38 pereent in 1958. In trans-
portation, whare little compefition
exists, growth has continued on n
stendier basis, thouph not so rapidly aa
in the early postwar period when fime
was required to molke up the levpe
deficit in the stock of automobiles in
use,

Supply problems in petroloum

Despite the upward tread in petros
leum demond, recent yoars hovo seen
an imbalance butwean supplies nvailable
for domestic use and demand, and the
current excess of capacity has niffected
domestic eapital expenditures. This
imbalance has resvlted from the pres-
sure of imports, which had acconnted
for an inercasing share of the total T.S,
aupply of petroleum and petroleum
produsts since the late 1940%, and from
o decline in the growth rate of patro-
levm demand.

Table 3.—Expenditures for Petro-
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The Sues ¢risis siimulated demand
in late 1956 and early ‘1957, but this of-
fect was sboridived. Attempts to im-
prove the dotmeatic supply-demand
balavee teok the form of o voluntary
import quots system I  mid-1957
{which was made mandatory in 1959),
cutbncks in production, and reduwoced
outlays for capacity additions, ay may
be seen in chart 8. Though imports
continued to rise in 1958, the cutbacks
in production were sufficient to lower
stocks. Capital outlays were reduced
gharply—by more than one-third from
the third quarier of 1957 to the corre-
sponding quarter in 1958, aa drilling
activity woa slowed, snd outlays for
yofining focilities were curtailed.

The improvement in demand in 1959
brought nbout o pickup in well drilling,
though it wos still below previous peaks;
littlea chooge is planned for 1960,
Refinery operations in 1850 continued
ot a reduced rate relntive to capneity,
ond while some increase in refinevy
expenditvres 38 scheduled for 1960,
these pre meinly for modernization
and product improvement.

Cyclical Investment patterns

Tahle 3 presenta datn on petrolsum
ivestment outlays, by function. Since
production outlays can be sltered with
relative ense, these expondituras ore
gomewbhat more responsive to changes
in demand than is the ense with other
types. Investmensin production facil-
itics dipped slightly during 1948, but
recovered in 1950 while total invest-
ment by the indvstry was atill baing
vedused. Inveatment woa little af-
fected by tha 1954 recession na peiro-
loum demand wos maintained, but the
1058 recession brought on a fairly
sharp reaction, with & 17-percent cut-
baclk in fotal, nnd a 20-peresnt redue-
fion in preduction investment.

Capital outlnys for refining and trans-
portation faeilitiea have exhibited
marked fluetuations of longer durntion,
In this respect they resemble the gen-
aration expencitures of the electric
utilities—an extended construction lead~
time being eommeon to botch.

Emphasis on exploaration

As table 3 shows, a significant portion
of total ontlays by che petroleumn in-
dustzy is devoted to exploraticn ond

SURVEY OF CUBRRENT BUSINESS

production—abouwt 70 percent in the
post decade. Much of this is charged
off a8 cuwrrent expense and is therefore
not included in the regular OBE-SEC
investment series.

Two umportant nspecte of this search
for new petroleum supplies may be
noted, both of which bave n significant
bearing on the position of petrolenm
a3 o basic fuel source snd on the in-
dustty’s capital outlays, First, the
discovery of new oil reserves has also
inereased reservea of natural gas. Since
both teod fo be found together, the
producing sepments of these indusbries
are almost fully intermingled. In 1954,
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almost thres-fiftha of the roughly hadi-
million produging walls were classified
a5 comhbinaion oil and gas producors:
these accounted for five-sixths of nat-
ural gos produced in that yaar, .
Second, the discovery of oil in this
country bas become increasingly didfi-
cult. This bis necesitated daeper
drilling, and se a coheequence, ine
creased costa per well (and per foot)
drille¢d. Improved drilling technology,
relnted to the increased rapidity of, nnd
reduced downime, in drilling, nnd
more competilive conditions among

drilling contrpctors, bave provided =

partinl but paportant offset ngainst the

higher conta occamoned by deeper drill-

ing and the rises in the costs of materinis
and other services required for drilling
activity.

GAS—MOST RAPIDLY
GROWING FUEL

Matural gas consumption has in-
crensed 2¥ times since 1847, as pipeline
construction hns opened new geograph-
ical areas ond nafural pas bas monde
inroands on other fuel markets, The
substitution of patural for manufuc-
tured and mixed gaz bas been accentu-
eted aince the ond of the war: in 1947,
25 pearcent of totnl remdentinl gae sales
wera mnnufactured or mixed, but by
1058 the proportion had fallen to B
parcetd.

Industrial and commersisl ysnge, 2e-
gounting for about two-thirds of wnit
pales, hos nleo grown considersbly. In
sloctria ulilities, for sxampls, the not-
ural pas shars of totut fuel consump-
£io1 has risan from 13 to over 25 percent
since the eerly postwar period. IHare,
a3 in other indnstiia? and tommercial
arens, congumption haa besn mainly
affected by the higher burning efficiency
of gas a8 compared with cool and oil,
and jta lower cost In importent and
growing market arers. However, tha
competitive edvantage beld by natural
pns has boon declining as its price bas
risan considerably more than that of
coal and oil in the postwar period.

Growing Investment by gos
companies
In tke poet 5 years gas ulilities have
accounted for about opne-sixth of tolal
capital outlnye of the industries in this
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review; this ratio is considernbly highey
than in the lnte 1940's, The gaa
investment totals, ng notad, are some-
whai understated becavsa gas well
drilling is ¢ommingled with oil and in
these datn such outlayzs ara included
with petrolaum.

Capital expenditures by the pgns
companies were unaffactad by the 1048
recession, but fall in 1954 and 1858,
Outluys almoat doubled from 1854 to

PETROLEUM INVESTMENT
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1057. The decline in 1058 was rel
stively mild and tha projected figure
for 1980 ig within 6 percent of 1957.

Transmission expenditmrea nra the
gsingle moat important eategory, ns
may be ssen in table 4, thouph thair
importanea hes diminishad. In 1940-
51, for example, such outlays sccounted
for some thres-fifthe of the totnl as=
agninst two-fifths for the 1967-58
period. Ope teason for this is the
slmest complete penetration of the
major market prens.

Much of the distribution of netural
208 hag utilized the faciliies already in
place for manuipetured gas; nonethe-
less, distribution expondifures bave
rizen relative to the total, showing an
olmost unbrolen postwar rise in line
with the prowih in new natural gns
customers, The year 1958 wns the
first. postwar year io show some drop,
but outlays rose to & new Ligh in the
following year. By way of coubrast,
production and storage outlays hoave
exhibited n sensitivity to each of the
PoStwar recessions.

Eeconomttes in tronamission

Tsble 5 presenta dnto on estimated
capital cost per unit of added capacity
for pipeline axpansions certified by the
Foderal Power Commission. Since the
lnte 1940°s goat per unit hawe risen con-
sidernbly less thon would be indicated
by changee in coats of mnterizl: nnd
lnbor of fixed specifications. Altheugl
to some axtent the changes in unit cosls
of new capacity mey reflect additions
to previously constructed major brunk-
lines, tha dats olso reflect the trend
toward the use of larger dinmeter pipe—
& foctor favoring inveslmeant afficicacy.
Trapsmission mains over 25 inches in
disuneter, for exnample, wware lesa than 10
percent of the total pipeline mileage in
1948, bot had risen to about onefourth
of the total in 1968. A similar trend
toward the use of lorger dinmeter pipe
is also takipg place in the petroleum
induatry.

COAL ADJUSTS TO
DECLINING MARKETS

Compared with the other major fusls,
investment by the econl industry hns
been simall; the Census of Mineral In-
dustries reported new expendibures by
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eatablishments engaged in coal produc-
ticn of npproxdimntely $180 million in
1858 and about $110 million in 1954,
The ol and gasz fipuves, of cowrse, in-
clude large expenditures for basie trans-
portation and distribution, whereas the
conl figures ara confined to the produc-
10¢ sogmonk.

Mnarked chengez in coad production
iechniques hnve reduced Inbor require-
mente per ton, The use of conlinnous
mining machinery, mechanicul loeding
and cleaning has incrensed and there
has been o shift from wnderground to
skrip mining, end more recently, io
auger mining, (See tabla d.) In 1958,
bituminona coal produced per man-day
averaged around 10 tons for under-
ground mines, over 20 for strip minea,
nnd move than 25 tons for super mines,

The result of these technical changes
shows up in a pronounced increase in
eutput per man-day for the entire coal
indusiry—from about 8% tons per day
i 1947 to ovor 11 toms in 1958—a
much faster increase in productivity
than oceurred in any other earlier time
apan of the same length. This rise hns
approximately offset the almost dou-
bling of avernge howly earnings ovar
this period.

Foreign Travel
(Conifnued from page 5)
Trovel deflelt of U.S. increasos
The deficit arizing from the TS,
internntionnl travel nccoynt in 1059

Table 4, —Expanditures by Residenits
of Foroign Countries
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increased by §$134 million to s totel of
%1 billien. The largest excess of 115,
pavments aver receipiz—ke holf billion
dollars—reanlied from trovel betwesn
the United Stotes and Europa. The
difference reflected in part the lower
gvorage incomes in Europe, and in
part the usunl travel patberne of
Europeonz and our trovelers. Also,
trnvel to the United States by Euro-
peones hés been limited by exchenes
restriotions, seme of which were put

Tuble S.—Formeign Visitors to the
United Statea
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into effect before World War IT to
conserve Europe's low dollar supply
for purposea of higher priority. The
recent reloxations of these restristions
should aceelerate the inerapse in re-
peipts from FEuropean &Grovelers, al-
though as indicated sbove Europenns
traveling abroad usually hesd for other
destinptions.

Expenditures in Moxico exesodad
receipts in 1952 by %190 million,
divided equolly between interior and
border travel, eompared with n 5103
million excess of payments in 1850,

The excess of payments for passenger
farea over receipts moved eloge to $300
millien. Agninst this deficit, howarer,
arasome offsetting foctors in the halnnce
of payments peconnt, Forsign air-
linga wre using [U.S.-produced equip-
ment primatily for leng-distance trips
and this hes stimulated the export of
planes, Alse, the foreign ships and
planes which carry travelms to US.
ports pay the United States various port
charges which provide some offzet to

Fune 1500

tha smount of fares paid to foreign
GAlLiers.

Receipts of farea by T.8. airlines for
fronsporéation between forsign conn-
tries—which ara included as a trons-
pordation receipt in tha balanca of
intermational paymenta—alsn provide
pome offset to ‘the paymenis of fares
by U3, @ovelera on foreign lines.

It muzt also be talten into considern-
fiom that some items consumed hy TI.S.
travalers within foreign eountries hava
firét had io be imported {rom us. In
perticular instonces hoiels usad hy
Americnnz abrond nra aither foreign
subzidiaries of U.3.~-owned firma or are
under manageinent contracta with 1.5,
corporations, ac that a part of TRS
wxpenditures abrond returns ns income
remnittance to the United States,

Balance of Payments

{Continued from page I£)
of Tast yenr's preduction tieup in the
stes] and sopper industries. The ex-
pongion of business activity in other
industrinlizad countries has alse eon-
tributad to our exporte—particularly
for certain industria! wmaterials and
capital goods, At the some time tha
eleck in our own produciive capacity
in many induvetrics hns provided o
higher axport potentinl and o spur to
meat foreipn eompatition in foreipn as
well as domestic marlreta. Chonges in
capital mnrkets here and abroad, arising
ont of these ¢hanges in buginess activ-
ity, have had only o limited effect on
the sige nod direction of capifal move.
ments,

Theee developrenta pepresent &n
unusunl combination of favorabla eir-
cumstances for our balance of poy-
ments. DUnder such eonditions, o
reasonobls squilibrium in our foreipn
transactiona over the long rim would
raquire a balanee considerably better
than thnt achieved so far.

The foregoing nnalysis has indieated
that some of tha faverable changes
weore alsp dne io the steps taken by
American indvstry to meet foreign
compotitien, and to foreign libernliza-
tion of westrictions on TLS. expors.
Strengthenad private efforis and roqui-
gita Government aotions sontinve to be
necessary, however, to moke fuvther
progress in thesa diractions.



